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- Kimball & Roberts
Certified Public Accountants
L A Professional Corporation
: Box 663
Richfield, Utahi 84701
Phone 896-6488

INDEPENDENT AUDITOR'S REPORT

Honorable Mayor and Ci;ty Council
Escalante City :
Escalante, Utah 84726

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of Escalante City as of and for
the year ended June 30, 2006, which collectively comprise the City’s basic financial statements as listed in
the table of contents. These financial statements are the responsibility of Escalante City's management.
Our responsibility is to express an opinion on these financial statements based on our audit.

“We conducted our audit jn accordance with auditing standards generally accepted in the United States of

America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, each major fund,
and the aggregate remaining fund information of Escalante City as of June 30, 2006, and the respective
changes in financial position and cash flows, where applicable, thereof for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated October 4,
2006, on our consideration of Escalante City 's internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grants. That report is an integral part
of an audit performed in accordance with Government Auditing Standards and should be read in
conjunction with this repert in considering the results of our audit.

The Management's Disciission and Analysis and budgetary comparison information on pages 3 through
12 and 42 through 44 are not a required part of the basic financial statements but are supplementary
information required by accounting principies generally accepted in the United States of America. We
have applied certain limited procedures, which consisted principally of inquiries of management regarding
the methods of measurement and presentation of the supplementary information. However, we did not
audit the information and express no opinion on it.

KIMBALL & ROBERTS, P C.

. Certified Public Accountants

October 4, 2006
Richfield, Utah




ESCALANTE CITY
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2006

This discussion of Escalante City's financial performance provides an overview of the City's financial activities for the
year ending June 30, 2006. This report is in conjunction with the City's financial statements.

The purpose of the City is to provide general services to its residents which includes general government, public
safety, highways, parks and recreation.

Financial Highlights

* The assets of Escalante City exceeded its liabilities as of the close of the most recent year by $3,826,679 (net
assets). Of this amount, $467,887 (unrestricted net assets) may be used to meet the government's ongoing
obligations to citizens and creditors.

* The government's total net assets decreased by $70,328. The revenues were less than the adopted budgeted
amounts, and expenditures were less than the adopted budgeted amounts.

* At the close of the current year, the Escalante City governmental fund reported ending fund balance of $246,964,
a decrease of $71,830 in comparison with the prior year. Approximately 14 percent of this total amount, $34,135,
is available for spending at the government's discretion (unreserved fund balance).

* At the end of the current year, unreserved fund balance for.the general fund was $34,135, or 14 percent of total
general fund expenditures.

* Escalante City's total debt decreased by $112,000 during the current year.
Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to Escalante City's basic financial statements.
Escalante City's basic financial statements comprise three components: 1) government-wide financial statements,
2) fund financial statements, and 3) notes to the financial statements. This report also contains other supplementary
information in addition to the basic financial statements themselves.

Government-wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad overview of Escalante
City's finances, in a manner similar to a private sector business.

The statement of net assets presents information on all of Escalante City's assets and liabilities, with the difference
between the two reported as net assets. Over time, increases or decreases in net assets may serve as a useful
indicator of whether the financial position of Escalante City in improving or deteriorating.

The statement of activities presents information showing how the government's net assets changed during the
most recent fiscal year. All changes in net assets are reported as soon as the underlying event giving rise to
the change occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are reported
in this statement for some items that will only result in cash flows in future fiscal penods (e g. uncollected taxes
and earned but unused vacation leave). ‘

Both of the government-wide financial statements distinguish functions of Escalante City that are principally
supported by taxes and intergovernmental revenues (governmental activities) from other functions that are
intended to recover all or a significant portion of their costs through user fees and charges.




The governmental activities of Escalante City include general government, public safety, highways and parks and
recreation. The business-type a:ctivity of Escalante City is the utility fund, containing water and sewer services.

Refer to the table of contents for the location of the government-wide financial statements.

Fuhd Financial Statements

A fund is a grouping of related hmounts that is used to maintain contro! over resources that have been segregated
for specific activities or objectives. Escalante City, like other state and local governments, uses fund accounting to

ensure and demonstrate complifance with finance-related legal requirements. All of the funds of Escalante City can
be divided into two categories: governmental funds and enterprise funds.

" Governmental Funds

Governmental funds are used to account for essentially the same functions reported as governmental activities in

the government-wide financial statements. However, unlike the government-wide financial statement, governmental
fund financial statements focus on near-term inflows and outflows of spendable resources , as well as on balance of
spendable resources available at the end of the year. Such information may be useful in evaluating a government's

near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial statements,

it is useful to compare the information presented for governmental funds with similar information presented for
governmental activities in the gfovernment-wide financial statements. By doing so, readers may better understand
the long-term impact of government's near-term financing decisions. Both the govermmental fund balance sheet and
the governmental fund statement of revenues, expenditures, and changes in fund balance provide a reconciliation
to facilitate this comparison between governmental funds and governmental activities .

Escalante City maintains one gévernmental fund, the general fund, which is always a major fund.

Escalante City adopts an annuafl appropriated budget for all its general fund. A budgetary comparison statement has
been provided to demonstrate I{-:‘gal compliance with the adopted budget.

Refer to the table of contents fo} the location of the basic governmental fund financial statements.
Proprietary Funds

Escalante City maintains one type of proprietary fund. Enterprise funds are used to report the same functions
presented as business-type activities in the government-wide financial statements. Escalante City uses an

enterprise fund to account for its water and sewer operations.

Proprietary funds provide the séme type of information as the government-wide financial statements, only in more
detail. The enterprise fund is considered a major fund of Escalante City.

Refer to the table of contents fd:r the location of the basic proprietary fund financial statements.
Notes To The Financial Stateq;nents

The notes provide additional infbrmation that is essential to a full understanding of the data provided in the
government-wide and fund finahcial statements. The notes are part of the basic financial statements.

Other Information _ ;

In addition to the basic financiai statements and accompanying notes, this report also presents certain required
supplementary information concerning Escalante City.



Government-Wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a government's financial position. In the
case of Escalante City, assets exceeded liabilities by $3,826,679 at the close of the most recent fiscal year.

By far the largest portion of Escalante's net assets (80 percent) reflects its investment in capital assets (e.g. land,
buildings, machinery, equipment and infrastructure), less any related debt used to acquire those assets that is still
outstanding. Escalante uses these capital assets to provide services to citizens; consequently, these assets are not
available for future spending. Although Escalante's investment in its capital assets is reported net of related deb, it
should be noted that the resources needed to repay this debt must be provided from other sources, since the capital
assets themselves cannot be used to liquidate these liabilities.

Escalante City's Net Assets

Governmental Business-Type
Activities Activities Total
2006 2005 2006 2005 2006 2005

Current and Other Assets 250,652 320,672 566,419 516,674 817,071 837,246
Capital Assets 1,069,152 1,113,076 2,914,311 3,027,836 3,983,463 4,140,912

Total Assets 1,319,804 1,433,648 3,480,730 3,544,510 4,800,534 4,978,158
Long-Term Liabilities 19,290 17,873 824,000 1,052,000 843,290 1,069,873 -
Other Liabilities 3,688 1,778 126,877 9,500 130,565 11,278

Total Liabilities 22,978 19,651 950,877 1,061,500 973,855 1,081,151
Net Assets:

Invested in Capital Assets _

Net of Related Debt 1,069,152 1,113,076 1,974,311 1,966,336 3,043,463 3,079,412
Restricted 212,829 278,712 102,500 97,500 315,329 376,212
Unrestricted 14,845 22,209 453,042 419,174 467,887 441,383

Total Net Assets 1,296,826 1,413,997 2,529,853 2,483,010 3,826,679 3,897,007

A portion of Escalante City's net assets (8 percent) represents resources that are subject to external restrictions on
how they may be used. The remaining balance of unrestricted net assets, $467,887, may be used to meet the

government's ongoing obligations to citizens and creditors.

At the end of the year, Escalante City is able to report positive balances in all three categories of net assets, both
for the government as a whole, as well as for its separate governmental and business-type activities.

Governmental Activities

Governmental activities decreased Escalante City's net assets by $117,171. Key elements of this decrease follows:

* Road Project for $134,000.




Escalante City's Changes in Ié\let Assets

Governmental Business-Type
Activities Activities Total
2006 2005 2006 2005 2006 2005
Revenues:

Program Revenues:

Charges for Services . 60,071 27,571 329,495 326,807 389,566 354,378
Operating Grants . 103,777 50,513 103,777 50,513
Capital Grants - 334,883 - - - 334,883
General Revenues: :
Property Taxes | 90,434 87,149 - - 90,434 87,149
Other Taxes . 165,383 154,784 - - 165,383 154,784
Grants and Contributions
Not restricted - - - - - -
Gain on Sale of Assets P 13,113 - - - 13,113
Unrestricted Investment !
Earnings 28,993 17,155 - - 28,993 17,155
Other - - - 2,000 - 2,000
Total Revenues 448,658 685,168 329,495 328,807 778,153 1,013,975
Expenses: '

General Government 240,168 217,369 252,945 272,179 493,113 489,548

Public Safety . 82,241 35,883 - - 82,241 35,883

Highways | 238,168 - 79,596 - - 238,168 79,596

Parks and Recreation © 5,262 5,742 - - 5,252 5,742

Interest on Long-Term Debt - - 29,707 33,931 29,707 33,931

Total Expenses _ 565,829 338,590 282,652 306,110 848,481 644,700
Increase in Net Assets _

Before Transfers 1(117,171) 346,578 46,843 22,697 (70,328) 369,275
Transfers L - - - - - -
Increase in Net Assets {(117,171) 346,578 46,843 22,697 (70,328) 369,275
Net Assets - Beginning 141 3,997 1,067,419 2,483,010 2,460,313 3,897,007 3,627,732
Net Assets - Ending ;1,296,826 1,413,997 2,529,853 2,483,010 3,826,679 3,897,007

For the most part, increases in iexpenses closely paralleled inflation and growth in the demand for services.

Business-Type Activities

Business-type activities increasjed Escalante City's net assets by $46,843, accounting for 100 percent of the growth

in the government's net assets.,

Financial Analysis of the Goviernment's Funds

As noted earlier, Escalante Clty uses fund accounting to ensure and demonstrate compliance with finance-

related legal requirements.



Governmental Funds

* The focus of Escalante City's governmental funds is to provide information on near-term inflows, outflows and
balances of spendable resources. Such information is useful in assessing Escalante City's financing requirements.
In particular unreserved fund balance may serve as a useful measure of a government's net resources available
for spending at the end of the year.

At the end of the year, Escalante City's governmental fund reported ending fund balance of $246,964 a decrease of
$71,830 in comparison with the prior year. Approximately 14 percent of this amount, $34,135 constitutes unreserved
fund balance, which is available for spending at the government's discretion. The remainder of fund balance is
rasarvad to indicate that it is not available for new spending because it has already been committed: 1) to highways
and public improvements, $210,000; 2) landfill postclosure, $2,829.

The general fund is the chief operating fund of Escalante City. At the end of the current year, unreserved fund
balance of the general fund was $34,135, while total fund balance reached $246,964. As a measure of the general
fund's liquidity, it may be useful to compare both unreserved fund balance and total fund balance to total fund
expenditures. Unreserved fund balance represents 7 percent of total general fund expenditures, while total fund
balance represents 47 percent of that same amount.

Proprietary Funds

Escalante City's proprietary fund provides the same type of information found in the government-wide financial
statements but in more detail.

Unrestricted net assets of the enterprise fund at the end of the year was $453,042. Other factors concerning the
finances of this fund has already been addressed in the discussion of Escalante City's business type activities.

General Fund Budgetary Highlights

Differences between the original budget and the final amended budget of $233,204 can be briefly summarized
as follows:

*  $59,276 increase in general government *  $139,231 increase in highways

* $33,917 increase in public safety * $780 increase in parks

Of this increase, nothing was funded out of prior year unreserved fund balance. At year end actual revenues were
less than budgeted revenues by $137,106, and actual expenditures were less by $65,276, resulting in a net decrease
of $71,830. -

Capital Asset and Debt Administration

Capital Assets

Escalante City's investment in capital assets for its governmental activities as of June 30, 2006, was $1,069,152 (net
of accumulated depreciation). This investment in capital assets includes land, buildings, improvements other than
buildings, equipment and infrastructure, which includes roads, highways and bridges. The total increase in Escalante

City's investment in capital assets for the current year was $24,650. Major capital asset events during the current
year included the following:

* Airport improvements for $24,650




Escalante City's Capital Asset;is
(net of depreciation)

! Governmental Business-Type

Activities Activities Total
. 2006 2005 2006 2005 2006 2005

Land ' 61,100 61,100 154,744 .154,744 215,844 215,844

Water Shares ; 54,000 54,000 54,000 54,000

Infrastructure 76,200 92,200 - - 76,200 92,200

Buildings 1134,300 140,500 - - 134,300 140,500
Improvements Other than

Buildings 765,552 783,276 2,656,267 2,763,792 3,421,819 2,763,792

" Equipment ' 32,000 36,000 49,300 55,300 81,300 91,300

Total 1 3069,1 52 1,113,076 2,914,311 .3,027,836 3,983,463 3,357,636

Additional information on Escala:nte City's capital assets can be found in the notes to the financial statements.
Long -Term Debt

At the end of the current year, Escalante City had total long-term debt outstanding of $959,290. The debt represents
compensated absences at June |30 2006 of $19,290 and revenue bonds of $940,000.

Governmental Business-Type
Activities Activities Total
2006 2005 2006 2005 20086 2005
Long-Term Debt 19 290 17,873 940,000 1,052,000 959,290 1,069,873

State statutes limit the amount of general obligation debt a governmental entity may issue to 12 percent of its total
fair market value of taxable property in the City. The current debt limitation for the City is approximately $4,700,000.
The City has no general obligation debt.

Additional information on the City's long-term debt can be found in the notes of the financial statements.
Request for lnformation

This financial report is designed 'to provide a general overview of Escalante City's finances for all those with an
interest in the government's finances. Questions concerning any of the information provided in this report or

requests for additional financial information should be addressed to the Escalante City Recorder, P.O. Box 189,
Escalante, Utah, 84726. :



Escalante City
Governmental Revenues
For The Fiscal Years Ending June 30, 2006 and 2005

2006 2005

Property Taxes 90,434 87,149
Other Taxes 133,482 154,784
Operating Grants 103,777 50,513
Capital Grants - 334,883
Charges for Services 60,071 27,571
Other 31,901 13,113
Interest 28,993 17,155

Total Revenues 448,658 685,168

400,000

350,000

300,000

250,000

200,000

150,000

100,000

50,000

Governmental Revenues

#2006
02005

Property Other
Taxes Taxes

Operating Capital Charges
Grants Grants for
: Services

Other Interest




Escalante City
!Governmental Expenditures

For The Fiscal Years Ending June 30, 2006 and 2005

i 2006 2005
General Government 240,168 217,369
Public Safety 82,241 35,883
Highways 238,168 79,596
Park & Recreation 5,252 5,742

Total Expenditures 565,829 338,590
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Escalante City
Business-Type Revenues

For The Fiscal Years Ending June 30, 2006 and 2005

2006 2005
Water Fees 171,304 173,759
Sewer Fees 158,191 153,048
Impact Fees - 2,000
Total Revenues 329!495 328,807
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; Escalante City
‘Business Type Expenditures
For The Fiscal Years Ending June 30, 2006 and 2005

: 2006 2005
Salaries & Benefits 86,336 83,293
Materials & Supplies 52,062 64,237
Operating Expenses 1,022 8,924
Depreciation 113,525 115,725
Interest Expense 29,707 33,931

Total Expenditures 282,652 306,110
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ESCALANTE CITY
STATEMENT OF NET ASSETS
June 30, 2006
Primary Government
. Governmental Business-Type
Activities Activities Total
ASSETS ‘
Current Assets:
Cash and Cash Equivalents 234,504 395,952 630,456
Accounts Receivable (Net) ‘ 1,309 67,967 69,276
Due From Other Government Units 12,010 - 12,010
Total Current Assets 247,823 463,919 711,742
Noncurrent Assets:
Restricted Cash and Cash Equivalents 2,829 102,500 105,329
Capital Assets (Net of Accumulated Depreciation):
Land 61,100 164,744 215,844
Water Shares _— 54,000 54,000
Buildings : 134,300 - 134,300
Improvements 765,552 - 765,552
Equipment 32,000 49,300 81,300
Water Distribution Center - 1,223,542 1,223,542
Sewer System - 1,432,725 1,432,725
Infrastructure 76,200 - 76,200
Total Noncurrent Assets 1,071,981 3,016,811 4,088,792
TOTAL ASSETS 1,319,804 3,480,730 4,800,534
LIABILITIES
Current Liabilities:
Accounts Payable ' 3,688 1,977 5,665
Accrued Interest Payable - 8,900 8,900
Revenue Bonds Payable - Due Within One Year - 116,000 116,000
Total Current Liabilities 3,688 126,877 130,565
Noncurrent Liabilities:
Revenue Bonds Payable - More Than One Year - 824,000 824,000
Compensated Absences 19,290 - 19,290
Total Noncurrent Liabilities 19,290 824,000 843,290
TOTAL LIABILITIES 22,978 950,877 973,855
NET ASSETS
Investment in Capital Assets, Net of Debt 1,069,152 1,974,311 3,043,463
Restricted For: :
Bond Retirement - 102,500 102,500
Class C Road ‘ 210,000. - 210,000
Landfill ' 2,829 - 2,829
Unrestricted 14,845 453,042 467,887
TOTAL NET ASSETS 1,296,826 2,529,853 3,826,679
‘ TOTAL LIABILITIES AND NET ASSETS 1,319,804 3,480,730 4,800,534

The notes to the financial statements are an integral part of this statement.
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ESCALANTE CITY
BALANCE SHEET - GOVERNMENTAL FUNDS

For The Fiscal Year Ended June 30, 2006

ASSETS
Cash and Cash Equivalents
Accounts Receivable (Net)

Due From Other Government Units

TOTAL ASSETS

LIABILITIES AND FUND BALANCES

Liabilities:
Accounts Payabie
Total Liabilities
‘Fund Balances:
Reserved For:
Landfilt Postclosure
Class "C" Road
Unreserved, Reported In:
General Fund

Total Fund Balance

TOTAL LIABILITIES AND FUND BALANCE

- The notes to the financial statements are an integral part of this statement.
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General
Fund

237,333
1,309

12,010

250,652

3,688

3,688

2,829
210,000

34135
246,964

250,652




. ESCALANTE CITY
BALANCF SHEET RECONCILIATION TO STATEMENT OF NET ASSETS

June 30, 2006

Total Fund Balances - Govérnmental Fund Types 246,964

Amounts reported for goverhmental activities in the statement of net assets
are different because:

Capital assets used in goévernmental activities are not financial resources
and, therefore, are not reported in the funds:

Land 61,100
Buildings 134,300
Improvements 765,552
Equipment 32,000
Infrastructure 76,200
Total 1,069,152

Long-term liabilities, inclu:ding bonds payable, are not due and payable
in the current period and ;therefore are not reported in the funds:

Compensated Absences (19,290)
Net Assets of Government Activities 1,296,826
17




ESCALANTE CITY
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS

For The Fiscal Year Ended June 30, 2006

General
‘ Fund
Revenues:

Taxes ' 255,817

Licenses and Permits 4,083

Intergovernmental Revenue 103,777

Fines and Forfeitures 34,036

Interest 28,993

Miscellaneous Revenues ‘ 21,952

Total Revenues 448,658
Expenditures:

Current: »
General Government 192,494
Public Safety 80,811
Highways and Public Improvements 218,168
Parks and Recreation 4,365

Capital Outlay : 24,650

Total Expenditureé . 520,488
Net Change In Fund Balémce (71,830)
Fund Balance - Beginning S : 318,794
Fund Balance - Ending ‘ , 246,964

The notes to the financial statements are an integral part of this statement.
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ESCALANTE CITY

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

For The Fiscal Year Ended June 30, 2006

Amounts reported for goverlé'lmental activities in the statement of activities
are different because: '

Net Changes in Fund Balancf:es - Total Governmental Funds

Governmental funds report (i:apital outlays as expenditures. However, in

-the statement of activities the cost of those assets is allocated over their

estimated useful lives and reported as depreciation expense. This is the

amount by which capital out!ays exceeded depreciation in the current period:

Capital Outlays 3
Depreciation Expense

Total
Some ei(penses reported in Ethe statement of activities do not require the
use of current financial resources and, therefore, are not reported as

expenditures in governmental funds:

Compensated Abser:)ces

-Changes In Net Assets of vaernmental Activities
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ESCALANTE CITY
STATEMENT OF NET ASSETS
PROPRIETARY FUND

June 30, 2006

Business-Type Activity
Enterprise Fund
Water Sewer
System System ___Total
ASSETS:
Current Assets:
Cash and Cash Equivalents 165,634 230,318 395,952
Accounts Receivable 45,060 22,907 67,967
Total Current Assets 210,694 253,225 463,919
Noncurrent Assets:
Investments - Restricted:
Bond Reserves : 68,500 34,000 102,500
Capital Assets: (Net of Accum. Depreciation) o
Land 4,000 150,744 154,744
Water Shares 54,000 - 54,000
Water and Sewer Systems 1,223,542 1,432,725 2,656,267
Equipment 24,650 24,650 49,300
Total Noncurrent Assets 1,374,692 1,642,119 3,016,811
TOTAL ASSETS ' 1,585,386 1,895,344 3,480,730
LIABILITIES:
Current Liabilities:
Accounts Payable - 1,640 337 1,977
Bond Interest Payable 4,300 4,600 8,900
Bonds Payable - Current Portion 40,000 : 76,000 116,000
Total Current Liabilities 45,940 80,937 126,877
Noncurrent Liabilities:
Bonds Payable - Long-Term Portion 433,000 391,000 824,000
TOTAL LIABILITIES 478,940 471,937 950,877
NET ASSETS: :
Invested in Capital Assets, Net of Related Debt 833,192 1,141,119 1,974,311
Restricted for Bond Reserves : 68,500 34,000 102,500
Unrestricted 204,754 248,288 453,042
TOTAL NET ASSETS 1,106,446 1,423,407 2,529,853

TOTAL LIABILITIES AND NET ASSETS _ 1,585,386 1,895,344 3,480,730

The notes to the financial statements are an integral part of this statement.
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ESCALANTE CITY
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET ASSETS
PROPRIETARY FUND

June 30, 2006

Operating Revenues:
Charges for Sales and Services:
Water
Sewer

Total Operating Revenues
Operating Expenses: ;

Salaries and Wages :
Fringe Benefits .
Materials and Supplies
Utilities
Other Charges
Depreciation

Total Operating Ei(penses

Operating Inoomei

Nonoperating Revenués (Expenses):
Interest Expense |

Total Nonoperatinfg Revenues (Expenses)
Change in Net Assets
Total Net Assets - Begir{ning

Total Net Assets - Endin;g

Business-Type Activity
Enterprise Fund
Water Sewer
System System Total
171,304 - 171,304
- 158,191 158,191
171,304 158,191 329,495
47,738 15,924 63,662
16,690 5,984 22,674
39,819 12,243 52,062
453 262 715
154 153 307
51,700 61,825 113,525
156,554 96,391 252,945
14,750 61,800 76,550
(12,376) (17,331) (29,707)
(12,376) (17,331) (29,707)
2,374 44,469 46,843
1,104,072 1,378,938 2,483,010
1,106,446 1,423,407 2,529,853

The notes to the ﬁnancieill statements are an integral part of this statement.
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ESCALANTE CITY
STATEMENT OF CASH FLOWS
PROPRIETARY FUND
June 30, 2006
Business-Type Activity
Enterprise Fund
Water Sewer
System System Total
Cash Flows From Operating Activities: :
Receipts From Customers 190,147 152,964 343,111
Payments to Suppliers (55,776) (18,605) (74,381)
Payments to Employees (47,738) (15,924) (63,662)
Net_ Cash Provided by Operating Activities 86,633 118,435 205,068
Cash Flows From Capital and
Related Financing Activities:
Principal Paid on Capital Debt : (39,000) (73,000) (112,000)
Interest Paid on Capital Debt _ (12,376) (17,331) (29,707)
Net Cash Provided (Used) by Capital ‘
and Related Financing Activities (51,376) (90,331) (141,707)
Net Increase (Decrease) in Cash and Cash Equivalents . 35,257 28,104 63,361
Cash and Cash Equivalents - Beginning 198,877 236,214 435,091
Cash and Cash Equivalents - Ending 234,134 264,318 498,452
Reconciliation of Operating Income to Net Cash
Provided (Used) By Operating Activities:
Operating Income 14,750 61,800 76,550
Adjustments to Reconcile Operating Income to Net
Cash Provided (Used) By Operating Activities:
Depreciation 51,700 61 ,825 113,525
Increase (Decrease) in Operating Assets:
Accounts Receivable : 18,843 (5,227) 13,616
Accrued Liabilities 1,340 37 1,377
Total Adjustments 71,883 56,635 128,518
Net Cash Provided (Used) by Operating Activities 86,633 118,435 205,068

The notes to the financial statements are an integral part of this statement.
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ESCALANTE CITY
NOTES TO FINANCIAL STATEMENTS

June 30, 2006

NOTE 1-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting poiicies of Escalante City conform to accounting principles generally accepted in the
United States of America as applicable to governments. The following is a summary of the more

~ significant policies:

The aocompanying% basic financial statements present the financial position of various fund types and

‘the results of operations of the various fund types. The basic financial statements are presented for

the year ended Jurie 30, 2006.
The following is a summary of the more significant policies:
A. Reporting Enti)y

Escalante City is a imunicipal corporation in Garfield County, Utah. It is governed by an elected mayor
and five member c¢unci|. As required by generally accepted accounting principles, these financial
statements are of the primary government, Escalante City, the reporting entity. The City has no
component units.

B. Government-V\:iIde and Fund Financial Statements

The government-wide financial statements (i.e., statement of net assets and statement of changes in
net assets) report information on all of the nonfiduciary activities of the primary government. For the
most part, the effect of interfund activity has been removed from these statements. Governmental
activities, which normally are supported by taxes and intergovernmental revenues, are reported
separately from business-type activities, which rely to a significant extent on fees and charges for
support.

. The statement of aci:tivities demonstrates the degree to which the direct expenses of a given function

or segment are oﬂéet by program revenues. Direct expenses are those that are clearly identifiable
with a specific function or segment. Program revenues include 1) charges to customers or applicants
who purchase, useior directly benefit from goods, services or privileges provided by a given function
or segment and 2) grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function or segment. Taxes and other items not properly included among
program revenues are reported instead as general revenues.

Separate financial étatements are provided for governmental funds, proprietary funds and fiduciary

funds, even though the latter are excluded from the government-wide financial statements. Major
individual governméntal funds are reported as separate columns in the fund financial statements.
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ESCALANTE CITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

June 30, 2006

NOTE 1-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. Measurement Focus, Basis of Accounting and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources measurement
focus and accrual basis of accounting as are the proprietary fund and the fiduciary fund financial
statements. Revenues are recorded when earned and expe'nses are recorded when a liability is
incurred, regardless of the timing of related cash flows. Property taxes are recognized as revenues
in the year for which they are levied. Grants and similar items are recognized as revenue as soon as
all eligibility requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as soon
as they are both measurable and available. Revenues are considered to be available when they are
collectible within the current period or soon enough thereafter to pay liabilities of the current period. For
this purpose, Escalante City considers revenues to be available if they are collected within 60 days of
the end of the current fiscal period. Expenditures generally are recorded when a liability is incurred, as
under accrual accounting. However, debt service expenditures, as well as expenditures related to
compensated absences and claims and judgments, are recorded only when payment is due.

Property taxes, franchise taxes, licenses and interest associated with the current fiscal period are
considered to be susceptible to accrual and so have been recognized as revenues of the current
fiscal period. All other revenues items are considered to be measurable and available only when
cash is received by the government.

The government reports the following major governmental funds:

The General Fund is the government's primary operating fund. It accounts for all financial resources
of the general government, except those required to be accounted for in another fund.

The Government reports the following Proprietary Funds:

The Water and Sewer Fund accounts for the activities of the City utility funds operation. Operating
revenues and expenses generally result from providing services and producing and delivering
goods in connection with a propriétary fund's principal ongoing operations. The principal operating
revenues of the Water and Sewer Funds are charges to customers for services. Operating
expenses for enterprise funds include the cost of sales and services, administrative expenses and
depreciation on capital assets. All revenues and expenses not meeting this definition are reported
as non-operating revenues and expenses.
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ESCALANTE CITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

June 30, 2006

NOTE 1-SUMMARY OF SI(E.-‘:NIFICANT ACCOUNTING POLICIES (CONTINUED)
. Private-sector standards of accounting and financial reporting issued prior to December 1, 1989,

generally are folIoWed in both the government-wide and proprietary fund financial statements to the
extent that those standards do not conflict with or contradict guidance of the Governmental Accounting
Standards Board. Governments also have the option of following subsequent private-sector guidance
for their business-type activities and enterprise funds, subject to this same limitation. The government
has elected not to follow subsequent private-sector guidance.

When both restrictciad and unrestricted resources are available for use, it is the government's policy
to use restricted re;sources first, then unrestricted resources as they are needed.

D. 'Assets, Liabili:ties and Net Assets or Equity
Deposits and Inve;stments:

The government's é:ash and cash equivalents are considered to be cash on hand, demand deposits
and short-term investments with original maturities of three months or less from the date of acquisition.

State statutes auth;brize the government to invest in obligations of the U. S. Treasury, commercial
paper, corporate bonds, repurchase agreements and the State Treasurer's investment Pool.

Investments for thei government, as well as for its component units, are reported at fair value.
The State Treasurt?r‘s Investment Pool operates in accordance with appropriate state laws and
regulations. The reported value of the pool is the same as the fair value of the pool shares.

Capital Assets:

Capital assets, whiich include property, plant, equipment, and infrastructure assets (e.g., roads, bridges,
sidewalks and similar items), are reported in the applicable governmental or business-type activities
columns in the govérnment-wide financial statements. Capital assets are defined by the government
as assets with an initial, individual cost of more than $5,000 and an estimated useful life in excess of
two years. Such assets are recorded at historical cost or estimated historical cost if purchased or
constructed. Donated capital assets are recorded at estimated fair market value at date of donation.

The cost of normalimaintenance and repairs that do not add to the value of the asset or materially
extend assets Iives: are not capitalized.

Major outlays for cépital assets and improvements are capitalized as projects are constructed.
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ESCALANTE CITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

June 30, 2006

NOTE 1 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Property, plant and equipment of the primary government is depreciated using the straight line method
over the following estimated useful lives:

Water System 35 - 40 Years
Machinery and Equipment - 5-10 Years

Long-Term Obligations:

In the government-wide financial statements long-term debt and other long-term obligations are
reported as liabilities in the applicable governmental activities statement of net assets.

In the fund financial statement, governmental fund types recognize bond premiums and discounts,
as well as bond issuance costs, if any, during the current period. The face amount of debt issued is
reported as other financing sources. Premiums received on debt issuances are reported as other
financing sources while discounts on debt issuance are reported as other financing uses. Issuance
costs, whether or not withheld from the actual debt proceeds received, are reported as debt service
expenditures.

Fund Equity:

In the fund financial slateménts, governmental funds report reservations of fund balance for amounts
not available for appropriation or are legally restricted by outside parties for use for a specific purpose.
Designation of fund balance represent tentative management plans that are subject to change.

E. Use of Estimates:

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets
and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements
and the reported amounts of revenues and expenses during the reporting period. Actual results could
differ from those estimates.

F. Property Taxes:
Property taxes are assessed and collected for the City by Garfield County and remitted to the City
shortly after collection. Property taxes become a lien on January 1 and are levied on the first Monday

in August. Taxes are due and payable on November 1, and are delinquent after November 30. All
dates are in the year of levy.
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ESCALANTE CITY
INOTES TO FINANCIAL STATEMENTS (CONTINUED)

June 30, 2006

NOTE 1-SUMMARY OF Sl(';ENIFICANT ACCOUNTING POLICIES (CONTINUED)
G. Budgets and Budgetary Accounting:

" Annual budgets are prepared and adopted by ordinance by total for each department, in accordance
with State law, by the Mayor and City council on or before June 22 for the following Fiscal year
beginning July 1. Estimated revenues and appropriations may be increased or decreased by
resolution of the City Council at any time during the year. A public hearing must be held prior to any
proposed increase in a fund's appropriations. Budgets include activities in the General Fund. The
level of the City's bl:.ldgetary control (the level at which the Town's expenditures cannot legally exceed

* appropriations) is e!stablished at the department level. Each department head is responsible for
operating within theé budget for their department. All annual budgets lapse at fiscal year end.

Utah State law proﬁ\ibits the appropriation of unreserved General Fund balance to an amount less
than 5% of the Gerileral Fund revenues. The 5% reserve that cannot be budgeted is used to provide

-working capital until tax revenue is received, to meet emergency expenditures, and to cover
unanticipated deficits. Any unreserved General Fund balance greater than 18% of the next year's
budgeted revenues must be appropriated within the following two years.

Once adopted, the budget may be amended by the City council without hearing provided the
budgeted expendittf;res do not exceed budgeted revenues and appropriated fund balance. A public

_hearing must be he:Id if the budgeted expenditures will exceed budgeted revenues and any fund
balance which is a\éailable for budgeting. With the consent of the Mayor, department heads may
reallocate unexpended appropriated balances from one expenditure account to another within that
department during ihe budget year. Budgets for the General Fund are prepared on the modified
accrual basis of acéounting. Encumbrances are not used.

NOTE 2-DEPOSIT AND IN\(ESTMENTS
The City maintains 'a cash and investment pool! that is available for use by all funds. Each fund type's
portion of this poollls displayed on the combined balance sheet as "Cash and Investments".

Deposits:

At year end, the carrying amount of the City's deposits was $31,577 and the bank balance was
$46,059. All of the bank balance was covered by federal depository insurance. Utah State statutes
do not require deposits to be collateralized, however, financial institutions must be approved by the
' State Money Management Council. Petty cash was $100.
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ESCALANTE CITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

June 30, 2006

NOTE 2-DEPOSIT AND INVESTMENTS (CONTINUED)

Cash and investments as of June 30, 2006, consist of the following:

Fair Value

Cash On Hand 100
Demand Deposits 31,577
Investments - PTIF 704,108
Total Cash and Investments 735,785

Cash and investments listed above are classified in the accompanying government-wide statement
of net assets as follows:

Governmental Activities - Unrestricted 234,504
Governmental Activities - Restricted 2,829
Business-Type Activities - Unrestricted 395,952
Business-Type Activities - Restricted 102,500

Total Cash and Cash Equivalents 735,785

The Utah Money Management Act (UMMA) established specific requirements regarding deposits
of public funds by public treasurers. UMMA requires that City funds be deposited with a qualified
depository which includes any depository institution which has been certified by the Utah State
Commissioner of Financial Institutions as having met the requirements specified in UMMA Section 51,
Chapter 7. UMMA provides the formula for determining the amount of public funds which a qualified
depository may hold in order to minimize risk of loss and also defines capital requirements which

" an Institution must maintain to be eligible to accept public funds. UMMA lists the criteria for investments
and specifies the assets which are eligible to be invested in, and for some investments, the amount of
time to maturity.

UMMA enables the State Treasurer to operate the Public Treasurer's Investment Pool (PTIF). PTIF is
managed by the Utah State Treasurer's investment staff and comes under the regulatory authority

of the Utah Money Management Council. This council is comprised of a select group of financial
professionals from units of local and state government and financial institutions doing business in the
state. PTIF operations and portfolio composition is monitored at least semi-annually by Utah Money
Management Council. PTIF is unrated by any nationally recognized statistical rating organizations.
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| ESCALANTE CITY
INOTES TO FINANCIAL STATEMENTS (CONTINUED)

June 30, 2006

NOTE 2-DEPOSIT AND INVESTMENTS (CONTINUED)

PTIF operations and portfolio composition is monitored at least semi-annually by Utah Money
Management Council. PTIF is unrated by any nationally recognized statistical rating organizations.
Deposits in PTIF are not insured or otherwise guaranteed by the State of Utah. Participants share
proportionally in any realized gains or losses on investments which are recorded an amortized cost
basis. The balancei available for withdrawal is based on the accounting records maintained by PTIF.
The fair value of thé. investment pool is approximately equal to the value of the pool shares.

Deposits in PTIF are not insured or otherwise guaranteed by the State of Utah. Participants share
proportionally in any realized gains or losses on investments which are recorded an amortized cost
basis. The balance available for withdrawal is based on the accounting records maintained by PTIF.
The fair value of the investment pool is approximately equal to the value of the pool shares.

Deposits and inves:tments for local government are governed by the Utah Money Management Act
(Utah Code Annotated, Title 51, Chapter 7, "the Act") and by rules of the Utah Management Council

- ("the Council”). Following are discussions of the local government's exposure to various risks related

to its cash manage:ment activities.

Custodial Credit Risk:

Deposits - Custodial credit risk for deposits is the risk that in the event of a bank failure, the local
government's depo:sits may not be recovered. The local government's policy for managing custodial
credit risk is to adhére to the Money Management Act. The Act requires all deposits of the local
government to be |n a qualified depository, defined as any financial institution whose deposits are
insured by an agenby of the federal government and which has been certified by the Commissioner
of Financial Institutions as meeting the requirements of the Act and adhering to the rules of the Utah
Money Management Council. As of June 30, 2006, $0 of the local government's bank balances of
$46,059 were uninsured and uncollateralized.

Credit Risk:

Credit risk is the risk that the counterparty of an investment will not fulfill its obligations. The local
government's policy for limiting the credit risk of investments is to comply with the Money Management
Act.

The local government is authorized to invest in the Utah Public Treasurer's Investment Fund (PTIF), an
external pooled invéstment fund managed by the Utah State Treasurer and subject to the Act and
Council requi'remen:ts. The PTIF is not registered with the SEC as an investment company, and
deposits in the PTIF are not insured or otherwise guaranteed by the State of Utah. The PTIF operates
and reports to partif:ipants on an amortized cost basis. The income, gains and losses, net of

‘administration fees,f of the PTIF are allocated based upon the participants' average daily balances.
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ESCALANTE CITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

June 30, 2006

NOTE 2-DEPOSIT AND INVESTMENTS (CONTINUED)
For the year ended June 30, 2006, the local governments has investments of $704,108 with the PTIF.
The entire balance had a maturity less than one year. The PTIF pool has not been rated.
Interest Rate Risk:

. Interest rate risk is the risk that changes in interest rates of debt investments will adversely affect the
fair value of an investment. The local government manages its exposure to declines in fair value by
investments mainly in the PTIF and by adhering to the Money Management Act. The act requires that
the remaining term to maturity of investments may not exceed the period of availability of the funds
to be invested.

Concentration of Credit Risk:

Concentration of credit risk the risk of loss attributed to the magnitude of a government's investments.
in a single issuer. PTIF falls under the constraints of UMMA in limiting concentrations of investments.

NOTE 3-BOND RESERVES
Escalante City is required to deposit into six reserve funds in connection with their Water Bond issues:

1. Water Reserve Fund - $150 per month for 120 months to a maximum of $18,000.
2. Water Emergency Reserve - $150 per month for 120 months to a maximum of $18,000.
3. 1998A Water Reserve - $250 per month for 72 months to a maximum of $18,000.

4. 1998B Water Reserve - $150 per month for 120 months to a maximum of $18,000.

5. 1999 Sewer Reserve - $237 per month for 72 months to a maximum of $17,000.

6. 1999 Sewer Emergency Reserve - $237 per month for 72 months to a maximum of $17,000.

The reserve funds have met the required amounts at June 30, 2006. The balance in the reserve
funds at year end was $102,500.
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NOTE 4 - CAPITAL ASSETS:

ESCALANTE CITY

June 30, 2006

NCIAL STATEMENTS (CONTINUED)

Capital assets activity for the fiscal year ended June 30, 2006, was as follows:

Beginning Ending
| Balance Additions Deletions Balance
Governmental Activities:
Capital Assets Not Being
Depreciated:
Land 61,100 - - 61,100
Total Capital Afssets Not
Being Depreciated 61,100 - - 61,100
Capital Assets Beirfg Depreciated:
Buildings : 216,000 - - 216,000
Improvements 850,450 24,650 - 875,100
Equipment 40,000 - - 40,000
Vehicles 159,350 - - 159,350
Infrastructure 320,000 - - 320,000
Total Capital ﬁ;\ssets
Being Depreciated 1,585,800 24,650 - 1,610,450
Less Accumulated ;Depreciation For:
Buildings ' 75,500 6,200 - 81,700
Improvements 67,174 42,374 - 109,548
Equipment 4,000 4,000 - 8,000
Vehicles 159,350 - - 159,350
Infrastructure 227,800 16,000 - 243,800
Total Accumuélated
Depreciation 533,824 68,574 - 602,398
Total Capital Asseﬁs Being
Depreciated (Net) 1,051,976 (43,924) - 1,008,052
Governmental Actiévities
Capital Assets, Net 1,113,076 (43,924) - 1,069,152
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ESCALANTE CITY

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

NOTE 4 -.CAPITAL ASSETS (CONTINUED)

Business Type Activities:
Capital Assets Not Being
~ Depreciated:

Land

Water Shares

Tbtal Capital Assets Not
Being Depreciated

Capital Assets Being
Depreciated:
Equipment
Water System
Sewer System

Total Capital Assets
Being Depreciated

Less Accumulated
Depreciation For:
Equipment
Water System
Sewer System

Total Accumulated
Depreciation

Total Capital Assets Being
. Depreciated (Net)

Business Type Activities
Capital Assets, Net

Total Capital Assets

June 30, 2006

Beginning Ending

Balance Additions Deletions Balance
164,744 - - 154,744
54,000 - - 54,000
208,744 . - - 208,744

120,300 - - 120,300
1,883,200 - - 1,883,200
2,353,000 - - 2,353,000
4,356,500 - - 4,356,500
65,000 6,000 - 71,000
610,958 - 48,700 - 659,658
861,450 58,825 - 920,275
1,637,408 113,525 - 1,650,933
2,819,092 {113,525) - 2,705,567
3,027,836 (113,525) - 2,914,311
4,140,912 (157,449) - 3,983,463
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| ESCALANTE CITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

June 30, 2006

NOTE 4 -CAPITAL ASSETS i(CONTINUED)
Depreciation expense was charged to functions of the Primary Govermnment as follows:

Governmental Business Type

| Activities Activities Total
General Governmerint 46,257 - 46,257
Public Safety 5,430 - 5,430
Public Health - 113,525 113,525
Parks and Recreaticgm 887 - 887
Highways and Public Improvements 16,000 - 16,000
Total Depreciaition Expense 68,574 113,525 i82,099

NOTE 5-ACCOUNTS PAYABLE
- Accounts payable r:epresents amounts owed certain vendors at June 30, 2006 and paid in July 2006.

NOTE 6-LONG-TERM DEBT
General Long-Term Debt

Compensated Absi.ences:
Accrued Vacation aind Sick Pay 19,290

The following is a s:ummary of changes in General Long-Term Debt:

Balance Balance
June 30, 2005 Additions Deletions June 30, 2006
Compensated Absences 17,873 1,417 - 19,290

Utility Revenue Bonds

Parity Water Revenue Bond - Serles 1990:

On August 20, 199b, Escalante City approved and issued a $270,000 Parity Water Revenue Bond
Series 1990, for cu%linary water system improvements, to be purchased by the Board of Water
Resources. The Sbries 1990 bonds are interest free and shall mature in twenty (20) annual principal
installments on Jaréruary 1st of each year. The principal balance at June 30, 2006, was $90,000.




ESCALANTE CITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

June 30, 2006

NOTE 6 - LONG-TERM DEBT (CONTINUED)
The following is a principal payment schedule to maturity:

Principal
2007 18,000
2008 18,000
2009 18,000
2010 18,000
2011 18,000
~Total 90,000

Sewer Refunding Revenue Bonds:

On May 1, 1996, Escalante City's Sewer Fund issued $389,000 in sewer refunding revenue bonds with
a variable interest rate of approximately 8% to advance refund $374,000 revenue bonds with rate of
11.22%. The new proceeds of $389,000 were used to retire the outstanding debt, accrued interest and
other issuance costs.

The advance refunding resulted in a difference between the reacquisition price and the net carrying
amount of the old debt of $15,000. The City completed the advance refunding to reduce its total debt
service payments over the next eleven years by $136,700 and to obtain an economic gain (difference
between the present values of the old and new debt service payments) of $61,507.

The debt service requirements of the Sewer Refunding Revenue Bonds are as follows:

Period Ending Annual Rate Principal Interest Total
51/07 ' - 7.750 50,000.00 3,875.00 53,875.00
50,000.00 3,875.00 53,875.00
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! ESCALANTE CITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

June 30, 2006

NOTE 6 -LONG-TERM DEBT (CONTINUED)
Water Revenue Bonds - Series 1998A and 1998B:

On September 2, 1%998, Escalante City issued $270,000 Parity Water Revenue Bonds, Series 1998A
to the Utah Permanent Community Impact Board and $230,000 Parity Water Revenue Bonds, Series
1998B to the Utah State Department of Environmental Quality, Division of Drinking Water.

The bonds were issued for the purpose of partially funding the cost of acquisition of additional water
. rights, spring develiopment, water storage improvements and distribution system improvements.
|
The following is a cjebt service payment schedule to maturity for the $270,000 Water Revenue
Series 1998A, 3%,,CIB Bonds:

Principal Interest Total

2006-2007 12,000 6,510 18,510
2007-2008 12,000 6,150 18,150
2008-2009 12,000 5,790 17,790
2009-2010 13,000 5,430 18,430
2010-2011 13,000 5,040 18,040
2012-2016 71,000 19,140 90,140
2017-2021 84,000 7,710 91,710

Total 217,000 55,770 272,770

The following is a debt service payment schedule to maturity for the $230,000 Water Revenue
Series 1998B, 3.32%, Drinking Water Board Bonds:
|

Principal Interest Total

2(@)06-2007 10,000 5,511 15,511
2007-2008 11,000 5,179 16,179
2008-2009 ' 11,000 4,814 15,814
2009-2010 12,000 4,449 16,449
2010-2011 12,000 4,050 16,050
2012-2016 65,000 14,077 79,077
2017-2021 45,000 2,988 47,988

Total 166,000 41,068 207,068
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ESCALANTE CITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

June 30, 2006

NOTE 6 -LONG-TERM DEBT (CONTINUED)
Sewer Revenue Bonds - 1999:

On October 8, 1999, Escalante City issued revenue bonds in the amount of $563,000 to the Utah State
Department of Environmental Quality, Division of Water Quality, for the purpose of financing the cost of
acquiring, constructing, improving and extending the sewer system of the City. The bonds require 20
yearly payments including interest at 2%.

The following is a debt service payment schedule to maturity for the $563,000 Sewer Revenue
Series 1999, 2%, Department of Environmental Quality Bonds:

Principal Interest Total

2006-2007 26,000 8,340 34,340
2007-2008 27,000 7,820 34,820
2008-2009 27,000 7,280 34,280
2009-2010 28,000 6,740 34,740
2010-2011 28,000 6,180 34,180
2012-2016 160,000 ‘ 22,220 172,220
2017-2021 131,000 6,620 . 137,620

Total 417,000 65,200 | 482,200

The following is a summary of utility revenue bonds to maturity:

Principal Interest Total

2006-2007 116,000 24,236 140,236
2007-2008 68,000 19,149 87,149
2008-2009 68,000 17,884 85,884
2009-2010 71,000 16,619 87,619
2010-2011 71,000 15,270 86,270
2012-2016 286,000 55,437 341,437
2017-2021 260,000 17,318 277,318

Total 940,000 165,913 1,105,913
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ESCALANTE CITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

June 30, 2006

NOTE 7-CLASS "C" ROADS
The following is a statement of receipts and disbursements in Class "C" Roads:

Fund Balance - Beginning of Year 276,000
Receipts:
State of Utah 57,003
Interest _ 10,926
Total Receipts 67,929
Disbursements - (133,929)
Fund Balance - End of Year 210,000

NOTE 8-IMPACT FEES
Effective February 15, 2000, the City adopted an impact fee ordinance for the purpose of requiring that

existing, as well as new, development pay for the fair share of public facilities through impact fees which

will be used to finance, defray or reimburse the City for all or a portion of the cost of public facilities
which serve such development. The amount of the impact fee was to be calculated and based on the
impact of new development on public facilities.

The impact fees were based on the following schedule:

' Cost of Impact Fee
Capital Facility Per Residential Unit

Culinary Water Source, Storage and Distribution 1,000
Wastewater Collection and Treatment 1,000
Total of All Impact Fees 2,000

During the current year no water impact fees were collected and no sewer impact fees were collected.
All water and sewer impact fees collected have been expended on appropriate projects.
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ESCALANTE CITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

June 30, 2006

NOTE 9 - MUNICIPAL SOLll? WASTE LANDFILL - CLOSURE AND POSTCLOSURE CARE COST
State and federal Iai\lvs and regulations require the City to place a final cover on its landfill site when it
stops accepting waste and to perform certain maintenance and monitoring functions at the site. Closure
and postclosure care costs will be paid only near or after the date that the landfill stops accepting waste.
The landfill began accepting waste in mid 1995. The annual estimated postclosure care costs were
estimated to cost $500 annually for five years. Closure costs have been estimated at $2,500. These
amounts are based@ on what it would cost to perform all closure and postclosure care when the landfill
is filled to capacity.i Actual cost may be higher due to inflation, changes in technology, or changes in
regulations. |

The City is requireq by State and Federal laws and regulations to make annual contributions to a trust
to finance closure and postclosure care. The City is in compliance with these requirements, and has
established a trust fund in the amount of $2,500. Money deposited in the trust fund will be used
exclusively for closure, postclosure care, and corrective action. Interest earned on the fund will be
deposited to the Trtjxst Fund. The fund will be evaluated on an annual basis and may be increased as
needed by resolution. The balance at year end was $2,828.75.

NOTE 10 - PENSION PLAN '
Local Governmental - Cost Sharing:

Plan Description:

" Escalante City confﬁbutes to the Local Governmental Noncontributory Retirement System which is
a cost-sharing mulﬁple -employer defined benefit pension pian administered by the Utah Retirement
Systems (Systems) The System provides refunds, retirement benefits, annual cost of living
adjustments and death benefits to plan members and beneficiaries in accordance with retirement
statutes. -

The Systems are eStabllshed and governed by the respective sections of Chapter 49 of the Utah
Code Annotated 1953 as amended. The Utah State Retirement Act in Chapter 49 provides for the
administration of tHe Utah Retirement Systems and plans under the direction of the Utah State
Retirement Board QBoard) whose members are appointed by the Governor. The Systems issue a

- publicly available fmancnal report that included financial statements and required supplementary
information for the State and School Contributory Retirement System and State and School

- Noncontributory Retlrement System. A copy of the report may be obtained by writing to the Utah
Retirement Systems 540 East 200 South, Salt Lake City, UT 84102 or by calling 1-800-365-8772.

Funding Policy:

Escalante City is requnred to contribute a percent of covered salary to the respective systems; 11 .90%
to the Noncontnbutory System. The contribution rates are the actuarially determined rates and are
approved by the Board as authorized by Chapter 49.
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, ESCALANTE CITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

June 30, 2006

NOTE 10 - PENSION PLAN (CONTINUED)
Escalante City contributions to the various systems for the years ending June 30, 2006, 2005 and 2004
respectively were; for the Noncontributory System, $15,813.28, $13,935.23 and $11,013.70, respectively.
The contributions were equal to the required contributions for each year.

NOTE 11 - RISK MANAGEMENT
The City is exposed to various risks of loss related to torts ; theft of, damage to, and destruction of
assets; errors and omissions; injuries to employees; and natural disasters. The City participates
in the Utah Risk Management Mutual Association (URMMA,). Through URMMA, the City maintains
general liability, errors and omissions, newly acquired property, builders risk, unscheduled locations
crime and boiler machinery coverage. URMMA does not provide coverage for all risks and hazards,
however, the City has obtained coverage for these risks through other commercial carriers for
employee accidental death and dismemberment, workers compensation and surety bond coverage.

The City provided medical and health coverage through a policy with Blue Cross and Blue Shield
of Utah. The maximum out-of-pocket expense per person per year is $250 deductible or $750
deductible per family per year. After deductible, Blue Cross and Blue Shield of Utah pays 80%
and member pays 20% of eligible medical expenses.

Claims have not exceeded coverage in any of the last three calendar years.
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ESCALANTE CITY
BUDGETARY COMPARISON SCHEDULE I '
GENERAL FUND
For The Fiscal Year Ended June 30, 2006 I
Variance With I
Budgeted Amounts . Actual Amounts  Final Budget
(Budgetary Basis) Positive
Original Final (See Note A) (Negative) I
Budgetary Fund Balance, July 1, 2005 318,794 318,794 318,794 - I
Resources (Inflows):
Taxes:

General Property Taxes 89,000 92,000 83,747 (8,253) I

Prior Years Taxes 150 - 6,687 6,687

Fee-In-Lieu 24,000 17,000 16,421 (579)

General Sales and Use Taxes 85,000 89,000 97,960 ' 8,960 I

Innkeeper Tax 7,000 7,791 7,791 -

Recreation 11,500 11,500 11,310 (190)

Franchise Taxes 25,000 30,000 31,901 1,901 l
Total Taxes _ 241,650 247,291 255,817 8,526 I

Licenses and Permits 6,020 4,083 4,083 -
Intergovernmental Revenue: l

Class C Road 61,000 67,307 57,003 (10,304)

State Liquor Allotment 1,390 1,390 1,780 390 l

Federal Grants - 25,072 25,072 -

State and Local Shared Revenue 5,500 19,921 19,922 1
Total Intergovernmental Revenue - 67,890 113,690 103,777 (9,913) I

Fines and Forfeitures 8,000 34,000 34,036 36 I
Miscellaneous:

Interest 13,000 29,000 28,993 (7) I

Rents and Concessions 7,000 6,200 6,505 305

Sundry 9,000 26,000 15,447 (10,553)

Use of Fund Balance - 125,500 - (125,500) l
Total Miscellaneous Revenue 29,000 186,700 50,945 (135,755) l
Amounts Available for Appropriation 671,354 904,558 767,452 (137,106)
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Charges to Appropriations (Outflows):

General Government:
Administration
Legistative
Court

Total General Goverri;ment

Public Safety:
Police
Fire

Total Public Safety

Highway and Public Improvefnents:

Highways and Streets
Class C Roads

Total Highways and F}'ublic

Improvements

Culture and Recreation:
Parks and Recreation

Total Charges to Appiropriations

Budgetary Fund Balance - Jun

g

30, 2006

Continued
ESCALANTE CITY
BUDGETARY COMPARISON SCHEDULE
GENERAL FUND
For The Fiscal Year Ended June 30, 2006

Variance With

Budgeted Amounts Actual Amounts  Final Budget

(Budgetary Basis) Positive
QOriginal Final (See Note A) (Negative)

141,460 190,204 184,334 5,870

8,100 7,900 7,840 60

12,500 23,232 24,970 (1,738)
162,060 221,336 217,144 4,192
35,000 43,717 41,310 2,407

29,300 54,500 39,501 14,999
64,300 98,217 80,811 17,406
61,500 68,924 84,239 (15,315)
61,000 192,807 133,929 58,878
122,500 261,731 218,168 43,563

3,700 4,480 4,365 115
352,560 585,764 520,488 65,276
318,794 318,794 246,964 (71,830)
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ESCALANTE CITY
NOTE A
BUDGETARY COMPARISON SCHEDULE
BUDGET-TO-GAAP RECONCILIATION

For The Fiscal Year Ended June 30, 2006

General
Fund

Sources/Inflows and Resources:

Actual amounts (budgetary basis) "available for appropriation" from

the budgetary comparison schedules. 767,452
Differences - Budget to GAAP:

The fund balance at the beginning of the year is a budgetary resource

but is not a current-year revenue for financial reporting purposes. (318,794)
Total revenues as reported on the statement of revenues, expenditures
and changes in fund balances - governmental funds. 448,658
Uses/Outflows of Resources:

Actual amounts (budgetary Basis "total charges to appropriations" '

from the budgetary comparison schedules. 520,488
Differences - Budget to GAAP:

Transfers to other funds are outflows of budgetary resources but .

are not expenditures for financial reporting pruposes. -
Total expenditures as reported on the statemeht of revenues,
expenditures and changes in fund balances - governmental funds 520,488
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Kimball & Roberts

Certified Public Accountants
A Professional Corporation
Box 663
Richfield, Utak 84701
Phone 896-6488

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND QN COMPLIANCE
AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN

ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Honorable Mayor and City Council
Escalante City
Escalante, Utah 84726

We have audited the financial statements of the governmental activities, the business-type
activities, each major fund and the aggregate remaining fund information of Escalante City as and
for the year ended June 30, 2006, which collectively comprise Escalante City's basic financial
statements and have issued our report thereon dated October 4, 2006. We conducted our audit
in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Escalante City’s intemal control over financial
reporting in order to determine our auditing procedures for the purpose of expressing our opinion
on the financial statements and not to provide an opinion on the internal control over financial
reporting. Our consideration of the internal control over financial reporting would not necessarily
disclose all matters in the internal control over financial reporting that might be material
weaknesses. A material weakness is a reportable condition in which the design or operation of
one or more of the intemal control components does not reduce to a relatively low level the risk
that misstatements caused by error or fraud in amounts that would be material in relation to the
financial statements being audited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions. We noted no matters
involving the internal control over financial reporting and its operation that we consider to be
material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Escalante City's financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit and, accordingly,
we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing
Standards. ‘ :

We noted certain matters that we reported to the management of Escalante City in a separate
letter dated October 4, 2006.
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Honorable Mayor and City Council
Escalante City
Page -2- !

This report is intendbd solely for the information and use of management and City Council and is
not intended to be and should not be used by anyone other than these specified parties.

hy
KIMBALL & ROBERTS, P. C.

Certified Public Accountants

October 4, 2006 |
Richfield, Utah !
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Kimball & Roberts

Certified Public Accountants
A Professional Corporation
Box 663
Richfield, Utahi 84701
Phone 896-6488

AUDITOR' TATE LE PLIAN

Honorable Mayor and City Council
Escalante City
Escalante, Utah 84726

We have audited the accompanying financial statements of the governmental activities, the
business-type ‘activities, each major fund and the aggregate. remaining fund information of
Escalante City, for the fiscal year ended June 30, 2006, and have issued our repont thereon dated
October 4, 2006. As part of our audit, we have audited Escalante City's compliance with the
requirements governing types of services allowed or unallowed; eligibility; matching, level of
effort, or earmarking; reporting; special tests and provisions applicable to each of its major State
assistance programs as required by the State of Utah's Legal Compliance Audit Guide for the fiscal

year ended June 30, 2006. The City received the following major State assistance programs from

the State of Utah:

C Road Funds (Department of Transportation)
Liquor Law Enforcement (State Tax Commission)

The City also received the following nonmajor grant, which is not required to be audited for
specific compliance requirements: (However, this program was subject to testwork as part of the
audit of Blanding City's financial statements.)

Pavilion Grant (Department of Transportation)

Our audit also included testwork on the City's compliance with those general compliance
requirements identified in the Compliance Manual for Audits of Local Governments in Utah
including: ‘

Public Debt
Cash Management
Purchasing Requirements
. Budgetary Compliance
Property Tax
Other Compliance Requirements

The management of Escalante City is responsible for the City's compliance with all compliance
requirements identified above. Our responsibility is to express an opinion on compliance with
those requirements based on our audit.

We conducted our audit in accordance auditing standards generally accepted in the United States
of America and Government Auditing Standards, issued by the Comptroller General of the United
States. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether material noncompliance with the requirements referred to above
occurred. An audit includes examining, on a test basis, evidence about the City's compliance with
those requirements. We believe that our audit provides a reasonable basis for our opinion.
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Honorable Mayor and Clty Council
Escalante City
Page -2-

The results of our audit procedures disclosed immaterial instances of noncompliance with the
requirements referréd to above, which are described in a separate management letter. We
considered these instances of noncompliance in forming our opinion on compliance, which is
expressed in the followmg paragraph.

in our opinion, Escalante City, complied, in all material respects, with the general compliance
requirements identified above and the requirements governing types of services allowed or
unallowed; eligibility; matching, level of effort, or earmarking; reporting; and special tests and
provisions that are appllcable to its major State assistance programs for the fiscal year ended
June 30, 2006.

KonbalOx Aofrets

KIMBALL & ROBERTS, P. C.
Certified Public Acco;untants

October 4, 2006
Richfield, Utah
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4

- Kimball & Roberts
Certified Public Accountants
A Professional Corporation
Box 663
 Richfield, Utak 84701
Phone 896-6488
FINDINGS AND RECOMMENDATIONS

Honorable Mayor and City Council
Escalante City :
Escalante, Utah 84726

During our audit of the funds of Escalante City for the fiscal year ended June 30, 2006, we
noted an area needing corrective action in order for the City to be in compliance with state
laws and regulatlons This item is discussed below for your consideration.

COMPLIANCE

General Compllapce B and C Road Funds

Finding: |

In our tests of C jad Funds we noted that bids for type “A” chips were obtained without
advertising for bids in a newspaper of general circulation in the County in which such work
is to be performed at least once a week for three consecutive weeks.

Recommendatlon

We recommend thdt when projects estimated to cost more than $125,000 for Class C Roads
are to be done the pro_]ect should be advertised in a newspaper of general circulation in the
County in which such work is to be performed at least once a week for three consecutive
weeks. Also, sealed bids should be received by the governing officials and opened at the
time and place desifgnated in the advertisement.

Response: '

We have reviewed téhe above ﬁnding with management and management concurred with the
recommendation. |

We would like tq take this opportunity to thank Escalante City's personnel for the
cooperation and assistance given to us during the course of our examination.

Respectfully submitted,

KfM: gALI L é ROBERTS t

Certified Public Acé:ountants

October 4, 2006
Richfield, Utah
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